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© EDUCATIONAL COST ANALYSIS " o
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INTRQDUCTICN' " 5

- r;pragents appraylmatcly 8 percent Qf our. gr@ss natlana 3roduct. State_f&;,ﬁ,i
7 and local gGVLTDmGntb alone provided 57 blllan dc1lar This amogat g{ﬁ:;’
;ney ‘they spend in

mcney represents 1pprax1m1tcly 62 pércent -of all the - ‘

TR T »fml the -social- areas. Deaplte this EtdggéTlﬂg -su, the -suc S S. of. our. eauga—ﬂgiJ;gy;fii

o . tional Eystcm is belng quebtlancd Mar; 1mpﬂrtdntly, taxpayers no 1@nge§5l I
7'3ppcar willing,to a;cgpt the pr1nc1ple that the maie maney thaL is ;pcnt S

D%fédUCdtlaﬂ the more %uczessfnl the program‘w1ll be. | df'

*;.;‘, Asﬁa chlec;lan.of this fact, cost is becam%ng an- 1mportsnt QQﬂS;dQTE
atlan in the .evaluation of educatlonal programs). then, therg are wide -

‘iations in the cost of 3mp1cmen11ng dnd ‘gpel dtlﬂg suzh prcgram; whlle ,
fvely small It is cr1t1cally -

the differ ences in the1r %uztess-dre Tél'
1mportan; to knaw accuratm]y th%ge costls. If. %ug pragzang prgduae the

R

_same level Df success, the les% expcnglve prag am is the obvious CthLC. ;'," -
hven if a mQIC expensive p16g1am is qhown tc bé moTe succegsful 1t 15 ol
v :lmpDrT;.nt tD ]mcw the cost Qf 1t5 S’LIECESS- - i :
R Hercln, h@u;vcr, 11&3 the problem. Neaﬁingful cast data is slﬁply .
not- avallable Reports such’ as the Commission on In%tructlanal Technalcgy
TD Improve Learning and the F@rd Fcundaticn 5 AP Inqulry into’ the: U§S§ DE

In%tructlcnal Te:hnalogy not anly have ddcumcnted the lack of the :Dst data '“>;”

necc%sary f@r making - ﬂec1géan5 -about the - cost- QIfBCthEﬁGb% of ug%ng vari-

. ous iﬂUFﬂtlDﬂ&l progranms, but havc alsa demanded that such 1ﬁf'rmat’ be

éi

obtained. . - Lk U




stiége ggvgral pr@gramehe'ls evaluating

EBJ]:CHVTS Dr LDUCAFIO‘\I;AL c:()sr ;’\NALYSIS

- There- are really tWQ diStlﬂGt and dlffcrent 1

e analyzld The flT&t and mDSt DbVlDuS s the 1§c11 sch@al )dm1ﬁ1§trator

whD is faced w1th a decision ug to Wthh kind .of program ta 1nm1ement to-
lmprave his- schools. le’ nﬁgr113ve aVillable tc h1m qtud:es o£ the costs

e

be thaL useful o him in maklng this dEClSlDD._ FDrVQdeple, DHE plogrmn

undetr consideration may require a gTEit deal of- 1ﬁ5truct;and1 space. Be—fi5 ” :

cause of the high cost of ccngtfnctlén this prcgram may be Tcpnrted,as

be;ng relatlvely’mDregexpenalve.; chevez, the ad

,avallablé space which is unused: beaquse of a decline in §Ch@@1 euralimentrvr

Thus, . the cost to this dl strict. wguld be. 1@55 than that. reparted In

addltlDﬂ, the repcrtad costs' carnot accuritely reilect the wage and- DVETE

head rates palé by this dibtllﬁt. Rathgr th2ﬂ=51ﬂ@lc ccst estjmafes Lhc L

admlniatratcr raally needs a list of the resources requlred,by the prc= -

g:am% ' Thgse.rggources include the staff fac111t1&5 equ1pment and

i

fmat rials’ which must be avalldblg to properly 1mplcment the ‘various pro-'-

grams " By eaamlnlng this 115t the admlnlstratar can 1dent1fy the addi-
tional Tesource that he mu%t obtain. By u51ng hlS own cost rates, he can
calculate the actual addltlﬁnil or 1ncremcntal cost’ he must pay for the

pwagrams These . incremental costs pr0v1de a fore meanlngful cost campa11~ .-

/
Fa

son on. which tD base hlS dEClSlDﬂ. ; _ o -

i

The second usc Df cost analysis 1nv01ves the examlﬁatlcn of pragrams

“in a number of dlffETLﬂt dlstilzts in an effort -to identify wh;ch pré—

grams aré.suziessful ThESE examinations, pald f@r from both prlvate sﬁd
publlc funds represent “the educational research belng Eanducted tadiy




_fétlgn cauld be ma e, Lhcze 15 no reaaon tc assume_ that the sch@als 1n

15 ﬁearly 1np3531b17/t0 gcpa1ate Whth reaauxges were Jnhcrltod ffcm=.

thase which were putchasced -for: thc propiamiv Svcand even 1f :uch a SepE

WhLCh ‘the progza:ﬁ w@uld be Tép11CdLEd would have the game ;nherlted

regaurces.— For ‘this Teason,. cast inalyses c@ndu:tcd in cducut1an r;.;f
search should 1§ént1fy all the CG&lS of the rescurce% requlrod by the

varlcua PTGFIBmh In -addition,- the- c@sts Df the vquous pragramsmmustabch__ﬂ

cal;uldted in @ manner whlch a]lcws a. dlIEEt camparlsan between &1%t11ct5.'

wofdég_a QQ%E analysis Qanduc,ed as’ paTT of an eﬂuﬁatlanal TBSEEICh :;cj—*ff

ect, . to be mﬁanlngiul as a basis of comparison, must develcp its costs so - f e

as. tD QllmlﬂalL the lmpagt of the dlffcr;ng CZ}T&EtGTl%tlES (such as labor

istricts in which these pro-

grams” “just happeﬁ;d ‘to be querved , ; :
, The esultt of a cost anilytls zbndaéted as: psrt "of an cducaflcna]
re;éarch plGJLCt are’ qu;tc d1£ferunt Lrom that canducted for a 1Qcal

-
%ch@ml,admlnzﬁtratar ~The E%tlmitﬂd costs fcr the same praject will

actua]iy be dliferent., They are designed that way bcaau%c of the1r dif--
ferénL use. The r@search cost estimate is d851gncd to. allow rezommenda—’

*1@n§ to-be- made —An- genera] 51Tuat;an5u—whlléutheﬁlatter cost- -estimate- 13WWﬁWfAmu~A~

vir

deslgned to allow r;ccmmenditlons in 5pe§1f1c 51tuatlons. To be truly
useful a ccztlng meth@dology should be capable Df meetlng both requ1re=:

mantq

'rf

CURRENT CQSTING PRDCEDURES N  {.

Hl;tDTlEﬂlly, EGSt est:mates of educatlanal pragrams have been bascd
on budgétarj 1nf@rmat10n 2upplled by the sghaal dlstrlcts. By far the
biggest problem associated with the use of sueh budget data is that for

the most part, schaol dlStTlCtS' ‘budgets do not %eparately Ldentlfy cogts

. for 1nd1V1dual pfagrams. To use district- wide budget costs as an esth

mate of true cost 1mp1125 that resources -are used un1£orm1y throughaut a

- school 6r district. Usually, this 1mpllglt;asaumptlan is not correct. _ - R

W;,,i e s f“f“’j”“" :"""f'E§7” ,H;”,;g,;% . ;,Mj”;”,;”;.,1,_?;,w;igr€fﬂ+,y;ﬁ
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ib, E LK“IlLle I funds.; T deral 1aw r'qulre"k

'”fprlate'i'Aé‘wag dl%LU&bEd 1n the ﬂr&Vlﬂu& %ect;sn 1ncrémentai ZDStb reflezt
’dszeranccg 1n fdﬁt@f& such as thé-lﬁherltcd re:aurﬁes and the labor. rates

X>PIngde dan these d;strlcts. ,f S -

of partzculai dlStTlEt m@re than’th&y reflcat ir har;ni dlfferenCE% 1n thc

\
3

Therc are Dther llmltatlons to. budgets as the\5351% for maklng CD%i e

F estimates. The m@st obvious is that. there is no as¥urance that program ' o
—costs- 1n~d1ffcrant distrlct% .are- ccmputgd ~in-a c@mp&éablg ways-—- ElffETEﬂt*”**‘“;fi

: =acccunt1ng pracedurcs and- CDSt allocation rules tend to create drtificial’

r;~W111 not -be- 1nc1uded -at ali v<~~~¢ﬁifﬂmvtTWf~

cost-differences. Regional differences in the cost Gﬂ 11V1ng causes tre='
mendous dlffclences Jin tfue cost Df programg ‘It is qlmply not acceptable
to compare. dlrectly'the iOStS from the urban ngrtheast to the costs from

the ‘rural southi, In Eddlthﬂ,»the use. of budgetary cost data does. not L ; ) .

properly include one- time capltal expenses such -as the cgst of d551gn1ng
the program,: or the purchase of new equ1pment. “If the evaluatlon is con- ; !:"} .

© ducted durlng the First year of a,program when the magcr;ty of thesc one- , .
'tlme expenses are 1ncurred the evaluation will. be\dzstarted because the:

estimated ‘costs’ w111 be hlghef than they should bei. "On the other hand, 1f

the evaluatlan 1s c@nduated dur subsequent yEars& the value of these

";Capltal eIpendltureg hthh,STE a . true Paft Df ‘the %?St of the PTGETam: S '?n: 

i




dctu411y">

?”uscd ina p1D5rﬂm,;dﬁd then Q%L1m‘?1ng thL cost df th;%a T61DUFLCH

'77,pT1nCJple, this Léchnlque, dll;dvlhg 1Q%Durcc ﬂpplDiEh to c'at gnalvsls,ib.,,
is %1nm1c Hnd qira;ghufarwaxd Atiis. baséd on a pr@ceas @f 1-Lnt1fy1ng
'what ngaurces alc beéing used in a plggiam, and an aLeﬁunting aﬁ fiow- mﬁch {'!3;3

;fcf thggc 1&%@urte: are b61ﬂ&;uaed A pirtjal llst of some typ;cal klnds o

i:i 5af resources, ‘that mjght be ﬂGﬂEldQTLd is shown in Tablc 1 'l.’; S ':TT"asﬁ
S  , Dnc; ‘the 1c%®ur;c ‘have been dent]fléd and . ccuﬁted “the a;tuai prQ= ' O
gram cos sts arc LilEU]ﬂth thrcugh th;nuse of unlt co&tqffor cdch IQsaurcc.,:i

: sggrce,,such‘asA

Unlt'co%t is defined to be the, cost éf one unit of a. I
: “the cast Df one tapenraccrder or one tEaEhET. Assailated with éaéﬁ fé; '
- 'f;saulce aré two dlffercnt types QC unlt ca%t ‘the Capltal ancsimﬂnf cﬂ%t
 ‘;i_}Snd the annual Dpcratlng cost. Capltal 1nyc%tmant ca%tq are an time, ex!f
'*f*‘kjfffif”pendlture% neeﬂed for the lnltldl lmplemgntailan of a’ plcgram “These in=""| /T

i

clude 'QS ts for new Iacllltles, equ¢pment, and. the initial traxnlng of
‘iétaff Annual. operating xpnn%eg are' the CDSLS nccded cach ye)

ar -to Dper=’*
~ate and. m14ntd1n a program. . They include Lhe ;xp&ng?s for. salarlcs in-
serv1ce Llalnlng, m terials and supplles and cqulptent and facbiitios A

, ff malntendnce. The prlmjry dlstinctlon bctween thesa two types of unlt '_// '

S
C/

'pgndlture The serv1ce§ ‘and bencflts purchaged by the annual cost a:ef:f ' SRR —\4
;écnsumed"lﬂ thit~y§§;i' Thc beneflts of capltal expendltures last DVEI A
'-_several yeals N éa”'a; o L : ’ : ff o
v As pclnted out in the pTCV1au2 SECtlDﬁ, one of the faults QI thc use -
- Di budget LDStS is that they gemcrslly dD not EGﬂSldET ;he fact that
. ;tapltal cxpendltuIEs have value over chétgl§year§, If- all the capltal
vgpsts-@f a program were ‘added to its annual Dperatlng cast a falrly S ;gc'i
‘._éécurate éztimate*cf the cost of the- flrst year 0 %Qggratlcn would be . ,;ii,'; ;'Af/u
, d&veiéped . HoweveT, it would gr@sgly Dverestlmate the real cost of the ﬂ,g, R
-?fégrém over time. . On ‘the other hdnd ta use Dnly tha annual opezatlng x | '
cost wauld underestimate the ‘true cost of a prcgram partlculafly for

programs w1th hlgﬁ capltal gxpendltures. The prsblemacf dgallnéxwlth Z}‘w;ﬁ

: 4 M ) i : i £ ) « ) A i
. . . : R ) . - . - Lo . FE . B
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riscurcc CfDl e;implo, a tap; TOCDIdEI) hi; 1JttléijﬁCtﬂTy valuc whgn 1t

7 1% Elelnated, it as 1gdscnab]e 10, c%tlmite its caat of annual us e as. Jt%;f

'u¥capltal cost: dLv1dcd by 1ts avcrage usaful 1;fe.‘-Hchver, At may bg mgreiii’

’2--apprcpr1ate Iram an economic. andlygla standpoint tG 115@ ;@nqldél the [.?at'Tv;;;j

b R
f tlmé value Df maney ugud far c1p1t31 puTChSéE% {bpzial purchach dTe ,},-

{tan be anm:L;zgd Qver Lt% useful 1;£e by ublng the I@116w1nﬁ farmula.

1
L ]

NI, ‘i1(1+1)

Lqu1va1¢nt Annual CapthI CasL Capltal Lést .
) ‘ o T (1 + 1) & =71 REEE A : oy

B é‘énnuai interest fgté R AT AT -
2 N . . . 7:!:

Whlle the plznfiplcs 1nvalv;ﬂ 1n the TS source | applaafh to CO§1 anquﬂ~“

— ’1§15 is relatlvely %tralghtfbrward the 1mp1§méntat16n of " theqc pr1nc1p1cs =
A 15 sametlmes CQH@IEE. By far the blggest problem. 15 thé fact that reqaurces ;1'f

- are ofteii shared hetwchn programs, grades,’ and cldssragms. Far exanple, it
-VlS p§551blc that tivo teacher aides ‘assist 311 the tlasses in’ grades 1 snd 2

for bath readlng and;mathiA It is usually true that there is only one Dr o
two movie pr@jegtars in an entire 5¢h@cl ‘Thus, it 15 not generally true f?l%i:”ff
that 1ntegcr nurbers of resaurcez arg asqlgned to a partlcular program.- ?It;'nt

{ is’ m@re CDmmDn that the® quantlty Di resources avallablg is some: fractlon af é;f

¥
,a IEbﬁurLE FDr exanple, a program mlght have- avallable ‘the equlvalent cf

. half an aide and a quarter of"a tape recorder: -f" - ' R ~;f‘=
| For thlS reasan, the b351c methodolagy used 1ﬂ the resourzé appraach T
cmploys the fc11Qw1ng £unct10nal form: :’ . / SR o e
Prcgrdm CDst Z n; Py Gy - e (@)
T .!/f' )
i o _/ o
: . - S — :
9 / .
- ) / L
- : o Y S -
o .' / . L




- Edﬁh rcaanrce jn.b SQhOQl ‘ Lach rescurce 15 théﬁ

examlncd separatc]y_ determ;ne the- mannei 1n whlch the varlaus pr@gramq
glassés; and gradc% sharc th15 type of rcggur:e Baged Gﬂ ‘the amaunt of
:fd by éa;h pr@gram the prcgram allozatlgn fa:tor,, F£:}'-£v

7 the-tatal quantliy

 time the TESDQTEG is
pl, 1is calgulated The' praduzt n P; is ca]culated as an estimnté Df the’ ‘4
,Vallable to the plcgram—~‘F1ﬁall s=the- un"*EDStJDf 5
éd c@nalderlng thh Lhc annual Gperating LGSt ‘and -
1‘gap1til cost. The pzcduct ny p c1 is ﬁajculated 35> 
.. The sum of a]i thc c@sts Df each rasgurce 15 o

ifﬁﬁUQﬁﬁity@ofaa%re$QU‘
the resoutce is e
?the:éQﬁivaieﬁ

added to datei‘m ‘nethc jl;pTQgism cht

STRENG%H& AND WEAKNESSES OF IHF RESDURCF APPRDACH

of. the 12§Durce approach—tg~coa; analy%1€ 15 the

_ ThC major Strengt _
facL thdt it is. built on a founddtlan 1nvg1V1ng the dﬁtual resaurceg em-
plcyed in A,pr@glam,; It was dédsigned. pflmdflly fbr use 1n cducat;anql re-
search. .. It is ideal for such’ research because it examines the 1ntr1n51c .

“differences 1n “the” *;u;tuzl 'rc%cuzc:es cmplcyed‘ in~the programs:- *Brusmg “the———
©same’ ﬁnlt costs fcr a resource in all’ dlstrlzts, the 1mpacts of local and ' ;i?
”reglcnal variatio ns in J]abor rate% and aCEountlng rules ‘are ellmlnated ' |
' These unit’ costs, called standardlzed costs, ‘are based on natlanal averages N
 The resultlng prcgram EGSt e;tamates thus give a rcasanable national plCtUIE ; _ :$
of the cost ‘of a progranm. , o ‘ ' ‘
In addltlcn, the costsregtlmatcd by -this apprgach can: be more éfféﬂ!i
: tively used by the 10Eal school admlnlstratarsi Becduse the b3513 of thégf
»:{approach is a détalled 1list of- the resources employed in a prﬂgram, he can.
‘ qulckly determlne the 1ist of 1ncremental rescurces ﬁhat w111 be reqU1reﬂ
ito. 1mplemﬂnt the _program in his’ di%trlct Rathef than u51ng the sta;aarda
ized wnit costs developed as paft gf the EdUcatlcnal research pra;ect thE‘
i admlnlstratér can use the a:tual unlt costs that he w111 have t@ pay. for .

-



‘w:ta efE;ct1VEly use the alazaarh.
f'cost aﬁalysesl’ |
';tcTy Teading pragrdms, a. tatul of 97 dlffczent TasauTCES wcre e;amlnad in

A ICVLEH oF béVETJl CUIIDﬂt cducatlanal
2,3 i

w111 %hQW’thl% tc be- tIuE, In the study Df :@mpcnbgf;“f!

12}512ve 7d: 12
~of déta prcﬁesflng Curlently
second study of. CcmﬁenaatGLy QdUEatlén and on- th@ fallaw ThTDUﬁh praglam. S

r “EffDTté dre belnz made to reduce the dita réqu11cmcnt

ta rcqu1re§

cozt analyggs are: b21ng,ccndugteﬂ Dn a

~Despite: “the- ploblemq dHSDClatEdAWIth data ccll@ctlan and,data.préieqsﬁ_M%Q
ing, thg Tesource appraac1 0 CDét analys:q is the only - t;ahﬂlqug thit hisr“
been, devel@ped with- ‘hccurate estimates af the -cest. of educatlnﬁa] progiams T

on.a meanlngful and CQmpﬂfdblE b351s .
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